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INDEPENDEN ' ORS' R

To the Honorable Mavor and
Members of the City Council:

We have audited the accompanying primary government financial statements of the
governmental activities, the business type activities, each major fund and the aggregate
remaining fund information of the City of Sanbomn, lowa, 2s of and for the vear ended June
30, 2004, which collectively comprise the City’s primary government basic financial
statements listed in the table of contents. These financial statements are the respensibility of
the City of Sanbom’s management. Our responsibility is to express opinions on these
financial statements based on our audit.

We conducted our audit in accordance with U.S. gencrally accepied auditing standards,
Chapter 11 of the Code of lowa, and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards and provisions require that we plan and perform the audit 1o obtain
reasonable assurance about whether the finoncial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our optnions.

As described in Note 1, these financial statements were prepared on the basis of cash receipts
and disbursements, which is a comprebensive basis of accounting other than U5, generally

These financial statements include financial data only for the primary government. A
primary govemment is a legal entity or body politic and includes all funds, organizations,
institutions, agencies, departments, and offices that are not legally separate. Such legally
separate entities are referred o as component units, Inclusion of financial data of the City's
component unit would be required if the City intended to present financial statements in
accordance with generally accepted accounting principles.
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In our opanion, the primary government financial statements referred to above present fairly,
in all material respects. the respective cash basis financial position of the governmental
activities, the business type activitics, cach major fund and the aggregate remaining fund
information of the primary government of the City of Sanbom. lowa, as of June 36, 2004, and
the respective changes in cash basis financial position for the vear ended in conformity with
the basis of accounting described in note 1.

As described in Note 13, during the wear ended June 30, 2004, the City adopted
Governmental Accounting Standards Board Statement No, 34, _aﬂg_[_m;:t_amﬁ_lammgm_
and Management's Discussion and Analvsis — for State and Local Governments: Statement
Ne. 37, Basic Financial Statements — and Management's Discussion and Analvsis — for Statg
and Local Govenments: Omnibus; Statement No. 38, Certain Financial Statement Note
Disclosyres; and Statement No. 41, Budgetary Comparison Schedule - Perspective
Differences.

In accordance with Govemnment Auditing Standards, we kave also issued our repont dated
November 3, 2004 on ow consideration of the City of Sambomn’s intenal control over
financial reporting and our tests of its compliance with cemain provisions of laws,
regulations, and contracts. That report is an integral pan of an audit performed in accordance
with Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit,

Management's Discussion and Anolysis and budgetary comparison information on pages 4
through 9 and 20 through 21 are not required parts of the basic financial statements, but are
supplementary information required by the Governmental Accounting Standards Board, We
applied limited procedurcs, which consisted principally of inquirics of management regarding
the methods of measurement and presentation of the supplementary informanon. We did not
audit the information and express no opinion on it.

Our audit was performed for the purpose of forming opinions on the financial statements that
collectively comprise the City of Sanbom’s primary government basic financial statements.
We previously audited, in accordance with the standards reforred 1o in the second paragraph
of this report, the financial statements for the three years ended June 30, 2003 (nooe of which
are presented hercin). and expressed ungualified opinions on those financial statements.
Other supplementary information included in Schedules | through 4 is presented for purposes
of additional analysis and is not a required part of the basic financial statements. Such
information has been subjected to the auditing procedures applied in our audit of the basic
linancial statements and, in our opinion, is stated fairly in all material respects in relation to
the basic financial statcments taken as a whole.

(arplell, ldegges & Goaer¥t®s, &
CAMPBELL, HIGGINS & ASSOCIATES.P.C.
Certified Public Accountants

November 3, 2004
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MANAGEMENT'S DISCUSSION AND ANALYSIS

The City of Sanbom provides this Management’s Discussion and Analysis of its lnancial
statements.  This narrative overview and analysis ol the linancial activities is for the fiscel year
ended June 30, 2004, We encourage readers to consider this information in conjunction with the
City’s financial statements, which follow,

Because the City is implementing new reporting standards for this fiscal vear with significant
changes in content and structure, much of the information is not easily comparable to prier years.
However, in futlure vears, comparisons will be more meaningful and will go further in explaining
the City"s financial position and results of operations.

2004 FINANCIAL HIGHLIGHTS

= Total receipts decreased 17.6%, or approximately $728,000, from liscal 2003 to fiscal 2004,
A decrease in warrant proceeds of $1,160,000 was the major factor in the overall decrease,

s Disbursements increased 37.6%, or approximatcly $1,161,000, in fiscal 2004 from fiscal
2003. Public works and business type activitics disbursements increased approximately
£705,000 and $370.000, respectively,

» The City's total cash basis nel assets decreased 34.4%, or approximately 5842000, [rom
June 30, 2003 to June 30, 2004, OfF this amount, the assets of the governmental activities
decreased approximately $500,000 and the assets of the business type activities decreased by
approximately $342,000.

USING THIS ANNUAL REPORT
The annual report consists of a series of financial statements and other information as follows:

Management’s Discussion and Analysis introduces the basic financial statements oand
provides an analytical overview of the Citv's financial activitics.

The Government-wide Financial Statement consists of a Statement of Activities and Net
Assets, This statement provides information about the activities of the City as a whole and
presents an overall view of the City’s linances.

The Fund Financial Statements tell how govemmental services were finznced in the short
term as well as what remains for future spending. Fund financial statements report the Cily's
operations in more detail than the government-wide statement by providing information
about the most significant funds.

Motes to financial statements provide additional information essential to a full understanding
of the data provided in the basic financial statements.

Required Supplementary Information further explains and supports the financial statements
with a comparison of the City"s budget for the year,

Other Supplementary Information provides delailed information about the nonmajor
governmental funds.
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Basis of Accounting

The City maintains its financial records on the basis of cash receipts and disbursements and the
linancial statements of the City are prepared on that basis. The cash basis of accounting decs not
give effect to accounts reccivable, accounts payable and accrued items, Accordingly, the
financial statements do not present financial position and results of operations of the [unds in
accordance with U5, generally accepted accounting principles. Therefore, when reviewing the
fimancizl information and discussion within this annual report, the reader should keep in mind the
limitations resulting from the use of the cash basis of accounting.

REPORTING THE CITY'™S FINANCTIAL ACTIVITIES
Croverament-Wide Financral Statement

One of the most important questions asked about the City's finances is, “[s the City as a whole
better ofl or worse ofl as a result of the year’s activities?” The Statement of Activities and Net
Assets reports information which helps answer this question.

The Statement of Activities and Net Assets presents the City's net assets, Over time, increases
or decreases in the Citv’s net assets mav serve as a useful indicator ol whether the financial
position of the Cily is improving or deteriorating.

The Statement of Activities and MNet Assets is divided into two kinds of activities:

* Governmental Activities include public safety, public works, culture and recreation,
community and economic development, general government, debt service and capital
projects. Property tax and state and federal grants finance most of these activities.

* Business Type Activities include the water, gas, sewer and solid waste collection
svstems, These actuvities are linanced primarily by user charges.

Fund Financial Stotements
The City has two kinds of funds:

l. Governmental funds account for mest of the Cily's basic services. These focus on how
money {lows into and out of those funds, and the balances at year-end that are available
for spending. The governmental funds include: 1) the General Fund, 2) the Special
Revenue FFunds, such as Road Use Tax, Urban Renewal Tax Increment, and Local
Option Sales Tax and 3) thc Debt Service Fund. The governmental fund financial
statements provide a detailed, short-term view of the City’s general government
operations and the basic services it provides. Governmental fund information helps
determine whether there are more or fewer financial resources that can be spent in the
near future to finance the Cily's programs.

The required Nnancial stalements for governmental funds include a statement of cash
receipts, disbursements and changes in cash balances.

b

Proprictary funds account for the City’s Enterprise Funds. Enterprise Funds are used 1o
report business type activities. The City maintains four Enterprise Funds to provide
scparale information for the water, gas, sewer rental and selid waste collection funds,
considered to be major funds of the City.

The required financial stalements for proprietary funds include a statement of cash
receipts, disbursements and changes in cash balances.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

Met assets may serve over time as a useful indicator of financial position, The City's cash
balance for governmental activities decreased sharply from a vear ago, decreasing from
approximately 51,107,000 to approximately $607,000. The analysis that {ollows focuses on the
changes in cash balances for governmental activities.

Changes in Cash Basis Net Assets of Governmental Activities
(Expressed in Thousands)

Year Ended June 30,

2004 2003
Receipts and Transfers:
Program Receipts:
Charges for Services $ 24 5 174
Operating Grants, Contributions and Restricted Interest -- 18 9
Capital Grants, Contributions and Restricted Interest ——---- 355 304
General Receipts:
Pm]‘m[[}' 1 e L L S S S S 570 552
Local Option Sales Tax 83 85
Grants and Contributions Mot Restricted
ta Specilic Purposes 37 36
Unrestricted Interest on Investments 9 10
Miscellaneous 20 20
Sale of Assets aee- 11 24
Warrant Proceeds - 376
Transfors, MEt -mcmemrr e 48 [iN]
Total Receipts and Transfers 1,375 1,965
Disburscmcnts:
Public Safety |82 154
Public Works e 610 239
Health and Social Services | -
Culture and Recreation —sesesessessssecsessesssesssssseesees 253 240
Community and Economic Development 442 433
General Government 155 126
Del Service 232 227
Total Disbursements 1 BT 1,419
Increase (Decrease) in Cash Basis Net Assels {  500) 46
Cash Basis Net Assets Beginning of Year 1,107 56
Cash Basis Wet Assets End ol Year 5 607 % 1.107

The City's total receipts for governmental activities decreased by 30.0%, or approximately
$590,000. The total cost of all programs and services increased by approximately $456,000, or
32.1%, with ne new programs added this year. The significant decrease in receipts was primarily
the result of warrant proceeds reccived in the prior vear. The significant increase in
disbursements was primarily the result of increased construction project activity.

There were no significant changes in property tax rates for the current vear and no significant
changes arc budpeted for mext year.
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The cost of all governmental activities this vear was $1.875 million compared to $1.419 million
last year. However, as shown in the Statement of Activities and Net Assets on pages 10 - 11, the
amount taxpavers ultimately financed for these activitics was only $1.298 million because some
of the cost was paid by those dircctly benefited from the programs ($198,000) or by other
governments and organizations that subsidized certain programs with grants, contributions and
restricted interest ($379,000).  Overall, the City’s governmental activitics receipts, including
intergovernmental aid and fees for service, were approximately equal to $577.000 for both 2003
and 2004. The City paid for the remaining “public benefit™ portion ol governmental activities
with approximately $653,000 in tax (some of which could only be used for certain programs) and
with other receipts, such as intercst and general entitlements as well as cash reserves.

Changes in Cash Basis Net Assets of Business Type Activitics
(Expressed in Thousands)

-} L
2004 2003
Receipis:
Program Receipis:
Charges lor Services:
Watcr s (94 % 185
Gits [,238 1,051
Sewer Rental 270 228
Solid Waste Collection S 70 a4
Capital Grants, Contributions and Restricted Interest - 290 a8
CGeneral Receipts:
Unrestricted Interest on Investments 12 13
Warrant Proceeds - 584
Total Receipts 2,083 2.223
Disbursements and Transfers:
L — o0 32
L T —— [,162 [,004
Sewer Rental 3139 225
Solid Waste Collection 77 115
Transfers, Met 48 05
Total Disbursements and Transfers 2425 1,738
Increase (Decrease) in Cash Basis Net ASSelS smeesccseeecaae.. i 42 485
Cash Basis Net Assets Beginning of Year 1,340 RSS
Cash Basis Net Assets End of Year b 998 £ 1,340

Total business type activities receipts for the fiscal year were $2.083 million compared w $2.223
million last year. This overall decrease was due to several factors including an increase in total
charges for services of approximately $253,000, an increase in grant proceeds of approximately
$192,000 and a deercase in warrant proceeds of approximately $584,000, Total disbursements
and transfers for the fiscal vear increased by 39.5% to a total of $2.425 due mainlv 1o capital
improvements to the water system,
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INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS

As the City of Sonbom completed the year, its governmental funds reported a combined fund
balance of $607,190, a decrease of approximately $500,000 from last year’s total of 51,107,136,
The following are the major reasons for the changes in fund balances of the major funds from the
prior year.

¢  The General Fund cash balance decreased approximately $383,000 from the prior yeor w0
S183,086, This decrease was mainly due to an approximately S400,000 increase in strect
project capital outlays in the current year.

=  The Road Use Tax Fund cash balance increased approximately $10,000 from the prior year
to $11,945.

*  The Urban Renewal Tax Increment Fund cash balance decreased by approximately $57,000
from the prior year to $196,735. The decrease was the result of a $55,000 transfer to the
General Fund to reimburse that fund for excess warrant proceeds deposited into the Lrban
Renewal Tax Increment Fund in the prior year.

»  The Local Option Sales Tax Fund cash balance increased approximately 37,000 from the
prior vear to $92,093. This increase was due to a decrease in lotal disburscments and
transfers to other funds.

e  The Debt Serviee Fund cash balance decreased by approximately $14,000 from the prior
vear to $15,868, This decrease was due to a decrease in property tax receipts and an
increase in total note principal and interest payments.

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS

»  The Water Fund cash balance decreased by approximately $312,000 from the prior year o
$319,873, due primarily to an increasc in disbursements relating to water system capital
improvements.

» The Gas Fund cash balance increased by appreximately $33,000 from the prior vear to
$495,312, due mainly to an increase in gas rates and a decrease in transfers to ether funds.

=  The Sewer Rental Fund cash balance decreased by approximately 566,000 from the prior
vear to $166,677, due primarily to cost increases outpacing increases in sewer receipts.

¢  The Solid Waste Collection cash balance increased by approximately $2.600 from the prior
vear o 316,042,

BUDGETARY HIGHLIGHTS

The City of Sanborn had a budget amendment which was approved on May 24, 2004, The
amendment provided for a total of $20,000 of additional disbursements in certain City
departments. The City had sufficient cash balances to absorb these additional costs.
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DEBT ADMINISTRATION

AL June 30, 2004, the City had approximately $1,740,000 in bonds and other long-term debt,
compared to 51,930,000 last yvear, as shown below.

s e s e ——

(Expressed in Thousands)

June 3,
20014 2003
General Obligation Notes $ 580 35 T
Anticipatory Warrants 1,160 1. 160
Total £ 1740 £ 1,930

Debt decreased as a result of payment of principal on general obligation notes.

The Constitution of the State of lowa limits the amount of general obligation debt cities can issue
to 5% of the assessed value of all taxable property within the City"s corporate limits. The City’s
outstanding general cbligation debt of $1,740,004 is significantly below its constitutional debt
limit of $2,559,000.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The City of Sanborn’s elected and appointed officials and citizens considered many factors when
selting the fiscal year 2005 budget, tax rates, and fecs that will be charged for various City
activitics. Some of these factors arc the economy, inflation, and state budget cuts.

Inflation in the State continues to be somewhat lower than the national Consumer Price Index
increase. The State’s CPl increase was 3.2 percent for fiscal year 2004 compared with the
national rate of 3.4 percent.

These factors were taken into account when adopting the budget for fiscal year 2005. Total
budgeted reccipts and net other sources are $3.631 million, an increase of approximately 6%
compared with the current vear actual results. Budpeted disbursements are 34.178 million, a
decrease of approximatelv 2% compared to the current vear actual results. The City has added
na major new pragrams or intatives to the 20035 budget.

[t these estimates are realized, the City's budgeted cash balance is expected to decrease by
approximately $547.000 by the close of 2005.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed o provide our citizens, laxpavers, customers, and creditors with
a general overview of the City's finances and to show the City’s accountobility for the money it
receives. Il you have questions about this report or need additional financial information, contact
the City Clerk, 102 Main Street, Sanborn, lowa.
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CITY OF SANBORN, [OWA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Sanborn, Towa is a political subdivision of the State of lowa located in O'Brien County.
It was first incorporated in 1878 and operates under the Home Rule provisions of the Constitution of
lowa. The City operates under the Mayor-Council form of government with the Mavor and Council
Members elected on a non-pantisan basis, The City provides numerous services to citizens including
public safety, public works, culture, recreation, public improvements and general administrative
SETVICES,

A. Reporting Entity

Far linancial reporting purposes, the City of Sanborn has included all funds, organizations, agencies,
boards, commissions and authonues. The City has also considered all potential component units for
which it is financially accountable, and other organizations for which the nature and significance of
their relationship with the City are such that exclusion would cause the City's linancial stalements
be misleading or incomplete. The Governmental Accounting Standards Board has set for criteria to
be considered in determining financinl accountability. These ¢riteria include appointing a voling
majority of an organization's governing body, and (1) the ability of the City to impose its will on that
organization or (2) the potential for the organization to provide specific benefits 1o, or impose
specific financial burdens on the City.

Thesc primary government financial statements present only the amounts of the City of Sanbom and
not 11s component unit — Sanbom Electric and Telecommumications Utility, Disclosures about the
component unit are not included because the component unit has been oudited separately, and a
report has been 1ssued under separate cover. The audited financial statements are available at the
Sanbom Electric and Telecommunications Utility office.

Jointly Governed Organizations

The City participates in several jointly governed organizations that provide goods or services to the
citizenry of the City but do not meet the criteria of a joint venture since there is no ongoing [inancial
interest or responsibility by the participating governments. City olTicials are members of the
following boards and commissions: Northwest lowa Landfill Association, E-911 Board, Northwest
lowa League of Citics Board, Northerm Municipal Distributors Group, O'Brien County Economic
Development Board, Vector Safety Board and the Northwest lowa Planning Commission.

B. Buasis of Presentation

information on all of the non-fiduciary activities of the City. For the most part, the effect of
interfund activity has been removed from this stalement. Governmental activities, which are
supported by tax and intergovernmental revenues, are reported separately from business type
aclivities, which rely to a significant extent on fees and charpes for services,
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The Statement of® Activitics and Net Assets presents the City's nonfiduciary net assets, Net assets
are reported in two categories:

Restricted ner assets result when constraints placed on net assets use are either externally
imposed or imposed by law through constitutional provisions or enabling legislation.

Unrestricted net assets consist of nel assets that do not meet the definition of the preceding
category. Unrestricted net asscts often have constraints on resources imposed by management,
which can be removed or modified.

The Statement of Activitics and Net Assets demonstrates the degree to which the direct
disbursements ol a given function are offset by program receipts. Direct disbursements are those
clearly identifiable with a specific function. Program receipts include 1) charges to customers or
applicants who purchase, use or directly benefit from goods, services or privileges provided by a
given function and 2) grants, contributions and interest on investments restricted to meeting the
operational or capilal requirements of a particular function. Properly tax and other items not
properly included among program receipts are reported instead as general receipts.

Fund Financial Stalements — Separate financial statements are provided for governmental funds and
proprietary funds. Major individual governmental funds and major individual enterprise funds are
reported as separate columns in the fund financial statements. All remaining governmental Tunds are
agpregated and reported as nonmajor governmental funds.

The City reports the following major govermmental funds:
The General Fund is the general operating fund of the City. All general tax receipts and other
receipts not allocated by law or contractual agreement to some other fund are accounted for in
this fund. From the fund arc paid the general operating disbursements, the fixed charpes and the
capital improvement costs that are not paid from other funds.
Special Revenue:

The Road Use Tax Fund 1s used to account for road construction and maintenance,

The Urban Renewal Tax Increment Fund is used to account for projects financed by tax
increment financing.

The Local Option Sales Tax Fund is used to account for receipts and disbursements relating
to local option sales tax.

The Debt Service Fund is wtilized to account for the payment of interest and principal on the
City's general long-term debt.
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The City reports the [ollowing major proprietary funds:
The Water Fund accounts for the operation and maintcnance of the City’s water system,
The Gas Fund accounts for the operation and maintenance of the City's gas system.

The Sewer Rental Fund accounts for the operation and maintenance of the City’s waste water
{reatment and sanitary sewer systemn.

The Solid Waste Collection Fund accounts for the operation and maintenance of the City’s solid
waste collection activities.

C. Measurement Focus and Basis of Accounting

The City of Sanborn maintains its {inancial records on the basis of cash receipts and disburscments
and the financial statements of the City are prepared on that basis. The cash basis of accounting does
not give effect to accounts receivable, accounts payable and accrued items. Accordingly, the
financial statements do not present [inancial position and results of operations of the funds in
accordance with 1.5, generally accepied accounting principles.

Proprietary funds distinguish operating receipts and disbursements from non-operating items.
Operating receipts and disbursements generally result from providing services and producing and
delivering goods in connection with a proprictary fund’s principal ongoing operations.  All receipts
and disbursements not meeting this definition arc reported as non-operating receipls and
dishbursements.

D. Budgets and Budgetary Accounting

The budgetary comparison and related disclosures arc reported as Required Supplementary
Information. During the vear ended Junc 30, 2004, disbursements exceeded the amounts budgeted in
the public safety, public works and gencral government functions.

NOTE 2 - CASH AND POOLED INVESTMENTS

The City's deposits in banks at June 30, 2004 were entirely covered by federal depository insurance
or by the State Sinking Fund in accordance with Chapter 12C of the Code of Towa. This chapter
provides for additional assessments against the depositories to insure there will be no loss of public
lunds.

The City is authorized by statute to invest public funds in obligations of the United States
government, 1s agencies and instrumentalities; certificates of deposit or other evidences of deposit at
federally insured depository institutions approved by the City Council; prime eligible bankers
aeceptances; certain high rated commercial paper; perfected repurchase agreements; certain
regisiered open-end management investment companies; certain joint investment trusts; and warmants
or improvement cerlificates of a drainage distnict.

The City had no imvestments at June 30, 2004, For purposes of this report, certificates of deposit are
not considered investiments as they arc subject to withdrawal upon demand.
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NOTE 3-NOTES PAYABLE

Annual debt service requirements to maturity for general obligation notes are as follows:

Year Ending
Jung 30, Principal Interest
2005 £ 85,000 § 29648
2006 40,000 25,456
2007 S5.000 20,918
2008 95,000 16,095
2009 105,000 11,225
2010 110,000 5,780
Taotal 580,000 s 109,122

NOTE 4 - ANTICIPATORY WARRANTS

During the fiscal year ended June 30, 2003, the City entered into an agreement with Ruan Sccurities
o assist in the financing of construction warrants for the Franklin Street Paving and Water
Distribution System Improvements Project. The $1,160,000 in warrants will mature on July 1, 2004.
Inierest accrues at the rate of 1.75%, and was payable on January 1, 2004, and at matunty.

NOTE 5 - PENSION AND RETIREMENT BENEFITS

The City contributes to the Iowa Public Employees Retirement Svstem (IPERS) which is a cost-
sharing multiple-employer defined benefit pension plan administered by the State of lowa. IPERS
provides retirement and death benefits which are established by State statute to plan members and
beneficiaries.  IPERS issues a publicly available financial report that includes hinancial statements
and required supplementary information. The report may be obtained by writing to IPERS, P.O. Box
9117, Des Moines, lowa 50306-9117.

Plan members are required to contribute 3.70% of their annual salary and the City is required to
contribute 5.75% of annual covercd payroll except for police employees, in which case the
percentages are 5.93% and 8.907%, respectively. For the vear ended June 30, 2003, the contribution
rates for police emplovees and the City were 6.04% and 9.07%, respectively, and for the yvear ended
June 30, 2002, the contribution ratcs for police employees and the City were 6.20% and 9.29%%%,
respectively. Contribution reguirements are established by state statute. The City's contributions to
IPERS for the years ended Junc 30, 2004, 2003, and 2002 were $27,141, $25,929, and $26,415,
respectively, equal to the required contributions for each year.

NOTE 6 - COMPENSATED ABSENCES

City emplovees accumulate a limited amount of earned but unused vacation hours for subscguent use
or for payvment upon termination, retirement, or death. Eamed but unused sick leave hours are for
subsequent use only. These accumulations are not recognized as expenditures by the City until used
or paid. The City's approximate ligbility for camed vacation at June 30, 2004 was $17,080. This
ligbility has been computed based on rates of pay in effect at June 30, 2004,
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NOTE 7-JOINT VENTURE

The City of Sanborn has a 46% interest in a joint venture with the City of Hartley to provide garbage
collection service. The citics participate in the collection of garbage, which is under the general
monagement of one representative of each City Council, The following information summarizes the
activity of the joint venture through June 30, 2004:

Cash Balance at July 1, 2003 s 3,679
Add Receipts 98,718
Less Disbursements ( 97.072)
Cnsh Balance at June 30, 2004 B 5325

The City of Sanbom performs no receipts or disbursements functions for this joint venture. The City
of Sanborn has a 46% interest in the asscts, property and equipment, equity and net income. The
above activity is not included in these financial statements.

NOTE 8 - ECONOMIC DEPENDENCY

The Water, Sewer and Gas enterprise funds of the City of Sanbomn derived the following receipts
from Associated Milk Producers, Inc. for the fiscal vear ended Junc 30, 2004:

Amount % of Total
Sale of Water £ 62,648 32.6%
Sewer Rental Fees 180,877 66.9%%
Sale of Gas 672,176 54 8%

NOTE 9 - RELATED PARTY TRANSACTIONS

The City had business transactions between the City and City officials, totaling 51,256 duning the
year ended June 30, 2004,

NOTE 10 - RISK MANAGEMENT

The City of Sanbom is exposed to various nsks of loss related to torls; theft: damage to and
destruction of assets; errors and omissions; injuries to employees: and natural disasters. These risks
arc covered by the purchase of commercial insurance. The City assumes liability for any deductibles
and claims in excess of coverage limitations. Setiled claims from these risks have not exceeded
commercial insurance coverage in any of the past three fiscal vears.

NOTE 11 = CONTINGENT LIABILITY
The City guarantees loans that the Sanborn Improvement Association has with a local financial

institution. The 1otal balance of these loans at the beginning and end of the fiscal vear was $260,017
and B0, respectively.
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NOTE 12 = DEFICIT FUND BALANCES

The Special Revenue Fund = Housing Grant Account had a deficit balance of $54.638 at June 20,
2004, The deficit balance was a result of project costs incurred prior o availability of funds. The
deficit will be climinated upon receipt of grant monies.

NOTE 13 - ACCOUNTING CHANGE AND RESTATEMENTS

Governmental Accounting Standards Board Statement No, 34, Basic Financial Statements - and
Financial Statements — and Management's Discussion and Analvsis — for State and Local
Governments: Omnibus: Statement No, 38, Certain Financial Statement Note Disclosurey; and
Statement No. 41, Budgetary Comparison Schedule — Perspective DifTerences, were implemented for
the vear ended June 30, 2004, The statements create new basic financial stalements for reporting the
City’s [inancial activities. The financial statements now include a povernment-wide linancial
statement and fund financial statements which present information for individual major funds rather
than by fund type. Nonmajor funds are presented in total in one column,

The Equipment Replacement Fund has previously been reported as an internal service fund. Under
GASB 34, this fund does not meet the definiion of an intemal service fund. Therefore, the
beginning balance in this fund was allocated back to the individual [unds that had originally
contributed to this fund. As a resull, the beginning balances on the povernment-wide and fund
financial statements have been restated as noted below.

Beginning Balances Equipment Beginning Balances
As Previously Reported  Replacement Fund As Restated

Covernment-Wide
Financial Statements:

Governmental Activities £ 1,044,064 £ 63,070 51,107,136
Business Tvpe Activities 1271702 68,376 _1L340.078
Totals 22315768 2131446 £2,447,214

TFund Financial Statements:
Governmentzl Funds:

General Fund $ 502923 £ 63,070 £ 565993
Road Use Tax Fund 1,793 - 1,793
Urban Henewal Tax
Increment Fund 253,890 - 253,890
Local Option Sales Tax Fund ——eeemnaneanes 85,070 - B3070
Debt Service Fund e - 29,677 - 29,677
Other Monmajor
Ciovernmental Funds 170,713 - 170,713
Total Governmental Funds £ 1,044 066 L 63070 107,136
Proprietary Funds:
Water Fund £ 590,710 L 40,675 £ 631385
Gas Fund d16,736 45,644 462,380
Sewer Rental Fund 754 696 ( 21,853) 232,843
Solid Waste Collection Fund s 9560 3510 13,470

Total Proprictary Funds £ 1,271,702 £ 08370 1,240,078



REQUIRED SUPPLEMENTARY INFORMATION



CITY OF SANBORN, 10WA Page 20

BUDMGETARY COMPARISON SCHEDULE OF RECEIPTS, DISEURSEMENTS AND CHANGES IN BALANCES - BUDGET AND ACTUAL (CASH BASIS)
ALL GOVERNMENTAL FUNDS AND PROPRIETARY FUNDS - PRIMARY GOVERNMENT
REQUIRED SUPPFLEMENTARY INFORMATION

YEAR EXDED JUNE 30, 20404
Geowvernmenial Propricisry Final 1o
Funds Fumnils Tatal Padpered Amonnis Actual
Actual Actual Actual _n'rlg:lnll Final Variance
Receipis:
Property Tax i J1&nls 5 - £ JIBSHIE 3 315142 5 315142 5 3476
Tax Increment Financing Collectians 251,102 - 251,102 240,000 240 QKE 11,102
Pt o gl | e L L Y i A S e b e " 83,314 - 83,314 75,002 75,002 8312
Licenses and Permits - 2617 . 1,617 3,750 1,750 (1,131}
Use of Money and Propery - T84 13,701 Tl 6% 30,150 M 150 41,535
IRl P e I | e s s e e - AT A4 200,202 G27.538 107e 0 1,075 041 {451,503)
Charges for SErvies e 145,180 1,7R0,501 1,925,681 1 A4T6E50 1474 650 448 031
Spacial Assessments FT06E - 73,0605 5000 5,000 T2 0635
Miscellaneous 53,7090 - 53,790 29,750 29 750 24,049
Total Receipts 1, 3270135 2 k84 404 34101419 3,254 485 3,254.433 156,534
IHshurzemenis;
Public Safeiy B S e e e 182,565 - 182,545 168,725 178,715 (3. H40)
Pihlie Wk —— e e —— - G5 B0 - GO0 805 185,220 159250 (420,555)
Heahh and Social Services 1,03 . 10K} 1,004 1.0 -
Culture and Recreation 253035 - 253035 J2R.575 AZR.5T5 75540
Community and Ezonomic Developmient -————— s s s 342,19 5 442,190 TOT 500 07 500 263310
Creneral Govemment s 154,852 = 154,852 127,825 137,825 (17,027}
I ] T o T (i e ——— ¥2004 - 2014 232, Tk 212700 HR&
Capital Projects seeee . . . 1,075 0 1,075,000 1,075,000
Business Type Activities s - 237R0TR 2ATROTE 3,163,125 3163125 Ta5,047
Tatal Dshursements 1,875 461 23VR 0T 4253 530 5,995, 7K £, 3,700 1,760,161
Exeess [Deficiency) of Receipts Over (Under) Dishursements (548 446] (303,674) (B42,120)  (2,719.215)  (2,752219) 1,917,095
{¥iher Vinancing Sources, Met 4K, 500 {48, 500) - 2268200 2268200 (2,268 NX))
Excess (Deficiency) of Receipts and (iber Financlng Sources
Over {Under) Disbursements and Other Finsncing Uses (A9 946) (342,174) (8421200 (471,015 (491,015} (351,10%)
Ealance - Beginning of Period 1,107,136 1,340,078 2447214 1550 440 1.530.440 296,774
Balance - End of Period E 07190 5 o074 5 LS00 K 10T 4S5 1059425 5 545669

Sec Acoompanying Independent Audidors’ Report
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CITY OF SANBORN, 10WA

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION —
BUDGETARY REPORTING

JUNE 30, 2004

In accordance with the Code of Towa, the City Council annually adopts & budget on the cash basis
following requined public notice and hearing for all funds except Intemnal Service Funds and Fiduciary
Fumds, The annual budget may be amended during the year utilizing similar statutorily prescribed
procedures.

Formal and legal budgetary control is based upon ten major classes of disbursements, known as functions,
not by fund or fund type. These ten funclions are public safety, public works, health and social services,
culture and recreation, community and cconomic development, general government, debt service, capital
projects, business-type activitics and non-program.  Function disbursements required to be budpeted
nclude disbursements for the General Fund, Special Revenue Funds, Debt Service Fund, Capital Projects
Funds and Proprietary Funds. Although the budget document presents function disbursements by fund,
the legal level of control is at the agprepated function level, not by fund. During the vear, a budget
amendment mereased budgeted disbursements by $20,000. The budget amendment is reflected in the
final budgeted amounts.

During the vear ended June 30, 2004, disbursements exceeded the amounts budgeted in the public safety,
public works and general government functions.



OTHER SUPPLEMENTARY INFORMATION



CITY OF SANBORN, IOWA I'age 22
Sehedule 1
COMBINING SCHEDULE OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES IN CASH BALANCES
NONMAJMIKR GOVERNMENTAL FUNDS - PRIMARY GOVERNMENT
ASOF AND FOR THE YEAR ENDED JUNE 30, 2004

Special Revenue
Law - Day Care /
Muoderate  Howsing  Preschool  Emplovee
Housing Crrant Grant Benefits  Development T'otal
Receipia:
Froperty Tax g - 5 - % - & 62227 3§ - § 6270
Use of Money and Propory —-——-s—eeeee 53 - - - 1,834 1,BET
Intergovernmental - - 77,708 - - - 77,798
Miscellaneous - - 15,761 - 2,000 24.761
Tatnl Receipis 53 77,708 15.761 62,227 10,834 166,671
Dishursements:
Crperating:
Public Safery . > = 33,198 = 33,198
Public Works —e—eeeeemesssnasama - - - - 15,5959 . 15,959
Culture and Recreation - - - 12,070 - 12,070
Commumity and Economic Development -—— . 134,787 15,761 - 11,121 161,669
General Government - - . T.27 - 1027
Tuotal Disbursements - 134767 15,761 G254 11,121 229923
Excess {Deficiency ) of Heceipts
Over (Under) Dishursenents 53 (56,080 . 06,027} (287} (63.250)
Cash Balonces at Beginning of Year 4,457 2351 - H,1497 155,708 170.713
Cash Balances at End of Year £ 4510 5 i54.63R8) & - % 2170 5 155421 5 107463
Cash Basis Fund Balances
Unreserved:
Special Bevenue Funds seessssmsssemeeeeees § 4510 5 (54638) % - 5 2,170 5 135421 5 107463

b .ﬁ.l"l"ﬁl’l'.['ﬂﬂ'l:;.l'.‘lk‘ I:n.!l.n-_r;-'nlillr'.'l dtees ltnpu-.
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CITY OF SANBORN, TOWA Pnge 24
Scheduls 3
BOND ARD 50TE MATURITIES - PRIMARY GOVERNMENT
JUNE 30, 2004

General Obligation Notes for Street und Sewer lmprovements

Issued [s5ued
July 1, 1999 July 1, 2000

Year

Ending Imierest Interest

Jume 30, Rates Amount Rates Amount Total
2005 465 § 55000 545 §F 30,000 ¥ E5000
20006 4.73% 23, (K0 3,30 35,000 S OO
2007 4.80% 4,000 5.55% 35,000 95,000
2008 4.85% 40,000 5.60% 35,000 05,000
2009 4.90%4 &35,000 5.65% 40,000 105 000
2010 2 4G TG00 5.00% S0.000 110 (WD

$ 365,000 £ 215000 £ 580,000

Sec Accompanying [ndependent Auditors’ Repont
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Page 25

Schedulz 4
SCHEDULE OF RECEIPTS BY SOURCE AND DISBURSEMENTS BY FUNCTION -
ALL GOVERMNMENTAL FUNDS
Years Ewded June 30,
2004 2003 2002 2001
Feceipiz:
Property Tax £ 3IBHI18 § 316319 § 316770 5 318,794
Tax Inerement Financing Collections 251,102 235,347 171,521 147,821
Other City Tax #1314 4,696 2 042 74518
Licenses and Permits 2617 2,200 2,440 1,403
Use of Money and Property 7,084 4h, 741 I04, 145 87,400
Intgrgovernmental 337,336 470,666 407,540 o
Chorges for Service 145, 180 127,419 131,671 [25,730
Special Assessments 71085 14,587 15391 39,681
Miscellaneous 53,799 42,177 26,274 71087
Total Receipts % 1327015 5 1340252 5 1257900 5 1181322
Dishursements:

Operating:
Public Safely e e - % 182565 § 153944 5 142645 § 225348
Puklic Works G5 R05 239 587 133,718 164,432
Health and Social Services - - . 1000 . 1.000 1.000
Culure and Recreation 253,035 239,714 253,036 265,880
Community and Economic Developiment seosmsmmmmmms 442,190 432915 283,660 201,581
Ceneral Government 154,852 125,724 122398 102,432
Dbt Bervice 2320104 227023 226,270 3912
Copltal Projects seeesrarasas = = = 276,635
Total Disbursements £ 1875461 5 1418936 F [062.727 F 1531220

Sec dvcoompany g Indepeixlein Awdives’ Ropon
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To the Honorable Mayor and
Members of the City Council:

We have audited the primary government financial statements of the City of Sanbom, lowa.
2s of and for the year ended June 30. 2004, and have ssucd our report thercon dated
November 3, 2004. Our repont expressed an ungualified opinton on the financial statements
which were prepared in conformity with an other comprehensive basis of accounting. We
conducted our audit in accordance with US. genenally acceptcd auditing standards, Chapter
11 of the Code of lowa, and the standards applicable to financial audits contained in
Government Auditing Stapndards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the City's primary government
financial statements are free of material misstaternent, we performed tests of its compliance
with certain provisicns of laws, regulations, contracts and grants, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinton on compliance with those provisions was not 2o objective of
our audit and, accordingly, we do not express such an opimion. The results of our tests
disclosed no instances of non-compliance that are required to be reported under Government
Audiung Standands. However, we noted centain immatenal instances of non-complhiance that
are described in the accompanying Schedule of Findings and Questioned Costs.

Comments involving statutory and other legal matters about the City’s operations for the vear
cnded June 30, 2004 are based exclusively on knowledge obtained from procedures
performed during our audit of the primary government financial statements of the City. Since
our audit was based on tests and samples, not all transactions that might have had an impact
on the comments were necessarily audited. The comments involving statutory and other legal
matters are not intended to constitute legal interpretations of those statutes. Prior year
statutory comments have not been resobved.
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Intermal Con Dver Fi

In planning and perfonming our audit, we considercd the City"s internal control over financial
reporting in order o determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the (ntemnal control over
financial reporting. However, we noted certain matters involving the intemal contral aver
financial reporting and its operation that we consider to be reportable conditions. Reportable
conditions involve matters coming to our attention relating to significant deficiencies in the
design or operation of the intemal control over fmancial reporting that, in our judgment.
could adversely affect the Ciry's ability to record, process, summarize and report financial
data consistent with the assemions of management in the financial statements. Reponable
conditions ar described in accompanyving Schedule of Findings.

A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce 1o a relatively low level the nisk that
misstatements in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by emplovees in the normal
course of performing their assigned functions. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control that might
be reportabic conditions and, accordingly, would not mecessarily disclose all reportable
conditions that are also considered w be matermal weaknesses.  However, of the roportable
conditons described above, we believe ftem |-A-04 is a matenal weakness. Prior vear
reportable conditions have not been resolved.

This report, a public record by law, is intended solely for the information and use of the
ollicials, employees and citizens of the City of Sanborn and other parties to whom the ¢ity of
Sanbom may report. This report is not intended to be and should not be used by anvone other
than these specified parties

We would like to acknowledge the many courtcsics and assistance extended 10 us by
persomnel of the City diming the course of our andit. Should vou have anv gqucstions
concerning any of the above matters, we shall be pleased to discuss them with vou a1 your
convenience.

Q‘ﬂ;ﬂvf( %ﬁﬂ & udidCs, .

CAMPBELL, HIGGINS & ASSOCIATES.P.C.
Certified Public Accountants

November 3. 2004
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CITY OF SANBORN, 1OWA

SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2004

rt I: Findinps Related to the Financial Statements:

Reportable Conditions:

1-A-04

I-3-04

Segregation of Duties — One imporant aspect of intermal accounting control is the
scgregation of duties among employees to prevent an individual employee from
handling duties which are incompatible. We noted that one emplovee performs most
of the accounting functions of the City.

P fotefrtr

segregation of duties is difficult. However, the City should review its operating
procedures to obtain the maximum internal control possible under the circumstances.

Besponse — The City 1s in the process of dividing duties among stafl to address any
incompatible duties.

Conclusion — Response accepled.
Authorized Check Signers and Dual signatures — Duning our testing we noted that the

former mayor and a former employvee were still listed as authorized check signers by
the local bank. The current mayor was not listed as an authorized check signer.

Also, based upon inguiry of City personncl, it appears that the current mayor's
signature is being affixed to checks (via a signature stamp) by someone other than the
mavor.

Recommendation — The bank should be contacted to update the list of auwthorized
check signers. The mayor's signature stamp should be used only by the mayor. In
cases where the mavor is unavailable to sign the checks, two other authorized
signatures should be obtained.

Response — The City is in the process ol updating the list of check signers and
checking the legality of having any two authorized signaturcs,

Conclusion — Response accepted.
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Part II: Other Findings Related to Statutory Reporting:

11-A-04

II-B-04

-C-04

1-D-04

1-E-04

Official Depositories — A resolution naming official depositorics has been approved
by the City. The maximum deposit amounts stated in the resolution do not appear to
have been exceeded during the vear ended June 30, 2004.

Cenified Budget — Disbursements during the year ended June 30, 2004 exceeded the
amounts budgeted in the public safety, public works and general govermnment
functions. Chapter 384.20 of the Code of lowa states in part that public monics may
not be expended or encumbered except under an annual or continuing appropriation,

Recommendation — Although the budget was amended in accordance with Chapter
384.18 of the Code of Iowa, carc should have been taken to ensure thal the

amendment was sufficient to prevent disbursements from exceeding the budget.

Response - In the future, better estimates of disbursements will be made to prevent
disbursements from exceeding the budget.

Conclusion — Responsc accepted.

Questionable Disbursements — No disbursements for questionable items were noted,

Travel Expense — No disbursements of City money for travel expenses of spouses of
City officials or employees were noted.

Business Transactions — Business transactions between the City and City officials or
employces are detailed as follows:

Name, Title and Transaction
Business Connection Description Amount
Edwin Visser, Council Member Maintenance Supplies

Ovwner of Visser Bros, Excavating and Contract Services $ 1,258

In accordance with Chapter 362.5(11) of the Code of lowa, the transactions with the
Council Member listed above do not appear to represent a conllict of interest since
total transactions with the individual were less than $2,500 during the fiscal vear.
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Part 11:_Other Findings Related to Statutory Reporting (Continued):

11-F-04

M1-G-04

11-H-04

11-1-04

11-1-04

Bond Coverage — Surety bond coverage of City officials and employees is in
accordance with statutory provisions. The amount of coverage should be reviewed
annually to insure that the coverage is adequate for current operations.

Council Minutes — The City did not publish annual gross salarics in accordance with
an Attomey General’s opinion dated April 12, 1978,

Recommendation — The City should publish annual individual salaries as required,

Response — The City will look into publishing annual individual salaries.
Conclusion — Response accepted.
Deposils and Investments — No instances of non-compliance with the deposit and

investment provisions of Chapter 12B and 12C of the Code of lowa and the City's
investmenl policy were noted.

Revenue MNotes — The City had no revenue noles dunng the hscal year ended June 30,
2004,

Financial Condition — As of June 30, 2004, the Special Revenue Housing Grant Fund
had a deficit balance of $54,638.

Recommendation — The City should investipate altematives to eliminate this deficit in
order to return this fund to a sound financial position.

Response — The City will monitor the Fund more closely to eliminate a deficit
balance,

Conclusion — Response accepted.



